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AUDITING STANDARDS BOARD RESUME
The Auditing Standards Board (ASB) is one of the most visi
ble components of the American Institute of Certified Public
Accountant’s standard-setting mechanism.

the implementation of its pronouncements, by means of
interpretations of its statements, by the issuance of guide
lines, and by any other means available to it.

THE ASB’s MISSION

THE PROCESS OF DEVELOPING STANDARDS

The ASB is the AICPA’s senior technical committee respon
sible for setting auditing standards for the Institute’s more
than 308,000 members. Its 15 members, all members of the
AICPA, usually serve for three consecutive one-year terms.
The ASB is supported by a staff of seven CPAs under the
direction of an AICPA staff vice-president and has the follow
ing charge:

The ASB is primarily concerned with developing Statements
on Auditing Standards (SASs) which are the auditing pro
nouncements most familiar to accountants and financial
executives. SASs are, in effect, interpretations of the ten gen
erally accepted auditing standards approved by the AICPA
membership in the late 1940s, and compliance with them is
enforceable under the AICPA Code of Professional Conduct.
The ASB also develops Statements on Standards for Attesta
tion Engagements (SSAE). For years, attest services generally
were limited to expressing a positive opinion on historical
financial statements on the basis of an audit in accordance
with generally accepted auditing standards (GAAS). However,
CPAs increasingly have been requested to provide, and have
been providing, assurance on representations other than
historical financial statements and in forms other than the
positive opinion. The main objective of the attestation standards
is to provide a general framework for and set reasonable
boundaries around the attest function. As such, the attest
standards (a) provide useful and necessary guidance to CPAs
engaged to perform new and evolving attest services and (b)
guide AICPA standard-setting bodies in establishing, if deemed
necessary, interpretive standards for such services. The
attestation standards have been developed to be responsive to
a changing environment and the demands of society.
SASs and SSAEs are the result of the ASB’s due process.
First, the need for a project may be identified through com
ments from practitioners, regulatory concerns, litigation, the
AICPA’s practice-monitoring programs, or actions of other
groups that affect the profession. Then, research is performed
to analyze the issues, gather data on current practice, review
existing literature, and develop alternative approaches. This is
done by the Auditing Standards Division staff and a small task

• The ASB shall be responsible for the promulgation of audit
ing and attest standards and procedures to be observed by
members of the AICPA in accordance with the Institute’s
rules of conduct.
• The ASB shall be alert to new opportunities for auditors to
serve the public both by the assumption of new responsibili
ties and by improved ways to meet existing responsibilities,
and shall as expeditiously as possible, develop standards and
procedures that will enable the auditor to assume those
responsibilities.
• Auditing and attest standards and procedures promulgated
by the ASB shall:
a. Define the nature and extent of the auditor’s responsi
bility.
b. Provide guidance to the auditor in carrying out his or
her duties, enabling the auditor to express an opinion
on the reliability of the representations on which he or
she is reporting.
c. Make special provisions, where appropriate, to meet
the needs of small enterprises.
d. Have regard for the costs which they impose on society
in relation to the benefits reasonably expected to be
derived from the audit and attest functions.
• The ASB shall provide auditors with all possible guidance in

*The views expressed herein are those of the authors and do not necessarily reflect the views of the American Institute of Certified Public Accountants.
Official positions of the AICPA are determined through certain specific committee procedures, due process, and deliberation.
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MEMBERSHIP OF THE ASB
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The 15 ASB members are all CPAs but come from diverse
backgrounds making the ASB aware of the practices and prob
lems of all types of practitioners. Currently, the ASB consists
of practitioners from all six of the six largest CPA firms, one
medium sized CPA firm, seven small CPA firms/sole practi
tioners, and one academic representative.

force of practitioners, some of whom may be members of the
ASB. A proposed pronouncement is then submitted to the
ASB, for its consideration.
After the ASB considers the draft at one or more public
meetings, it may decide to expose the proposed pronounce
ment. Issuance of an exposure draft must be approved by at
least 10 of the 15 members. Exposure drafts are distributed
for comment to CPA firms with AICPA members, regulators
and similar interested parties, and anyone else who requests
them during the comment period. Ordinarily, 90 days are
allowed for comments.
Comments are reviewed by the ASB, and matters raised in
the comments that it did not consider previously are evalu
ated. After further consideration, the ASB usually decides to
issue the draft as a final standard. As with exposure drafts,
issuance of a final standard must be approved by at least 10 of
the 15 members.
The ASB does more than react to the needs of practitioners.
It also develops standards in anticipation of developments in
the environment in which the profession operates. Meeting
the needs of practitioners while establishing minimum stan
dards for the profession to ensure the continuation of
high-quality audits is not an easy task. Too many standards
can hamper the exercise of professional judgment and can
never cover all the circumstances an auditor may face. The
ASB recognizes the fine line between too little and too much
guidance. Its goal in setting standards is not to eliminate pro
fessional judgment but to focus it.

ASB’s PLANNING COMMITTEE

The Planning Committee’s primary responsibility is to over
see the ASB’s agenda and monitor the progress of its projects.
In fulfilling its responsibilities, the Planning Committee moni
tors whether the ASB is responding to issues not only of the
auditing profession, but also issues of the public (e.g.,
investors and board of directors). The Committee also partici
pates in liaison programs with the Securities and Exchange
Commission and the Public Oversight Board. Six individuals
serve on the Planning Committee. The ASB chairperson
serves as chairperson of the Planning Committee.
ASB’s AUDIT ISSUES TASK FORCE

The Audit Issues Task Force’s primary responsibility is to
assist the ASB Chairperson and the Auditing Standards Divi
sion Staff with the technical review of audit issues to
determine if those issues require ASB review. The task force is
also responsible for monitoring proposed pronouncements of
the FASB, GASB and AcSEC for auditing implications and for
advising the Auditing Standards Board (Board) of the need, if
any, to develop auditing guidance. Its six members, who are
also members of the ASB, meet about twelve times each year.

ACCOUNTING AND REVIEW SERVICES COMMITTEE RESUME
The Accounting and Review Services Committee (ARSC),
like the ASB, is an AICPA senior technical committee. ARSC is
charged with the responsibility for developing on a continu
ing basis procedures and standards of reporting by CPAs on
the types of accounting and review services a CPA may ren
der in connection with unaudited financial statements or
other unaudited financial information of an entity that is not
required to file financial statements with a regulatory agency

in connection with the sale or trading of its securities in a
public market. Its seven members, which are supported by
the staff of the Auditing Standards Division, develop standards
in a manner similar to the process followed by the ASB.
ARSC’s official pronouncements are issued as Statements on
Standards for Accounting and Review Services (SSARS),
which are included in the AR Section of AICPA Professional
Standards.

TECHNICAL PLAN HIGHLIGHTS
Accounting and Review Services (JUDITH SHERINSKY).
At their July 1992 meeting, the ARSC agreed to ballot on
issuance of a final Statement on Standards for Accounting
and Review Services (SSARS) titled Omnibus Statement on
Standards for Accounting and Review Services —1992. The

proposed Statement remains substantively unchanged from
the exposure draft issued in March 1992 and contains the
following significant provisions:
• Revises the wording of the SSARS compilation and review
reports to clarify that the standards referred to in these
reports are Statements on Standards for Accounting and
Review Services. This will assist readers in differentiating
the SSARS review report from the review report presented
in SAS No. 71, Interim Financial Information.
• Makes obtaining a client representation letter a required,
rather than an optional, procedure in a review engagement.
The final statement is expected to be issued in November

1992. The ARSC is also developing a proposed Statement of
Position (SOP) that supplements the AICPA Audit and
Accounting Guide, Common Interest Realty Associations
(CIRA) by providing guidance on reporting on required supple
mentary information when the accountant has been engaged
to compile or review the financial statements of a CIRA.
Agreed-Upon Procedures (A. LOUISE WILLIAMSON). The
task force is considering amending or expanding performance
and reporting guidance in professional standards for agreedupon procedures engagements. The task force is considering
the nature, timing, and extent of agreed-upon procedures in
light of the increasing diversity of such engagements. The
task force is considering guidance concerning the
practitioner’s reporting responsibility for both findings and
assurances in such engagements. The task force is also consid
ering to what extent, if any, internal auditors may be used in
an agreed-upon procedures engagement under the professional
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standards and what effect, if any, the use of internal auditors
has on an agreed-upon procedures report. In addition, the
task force is updating the related issues paper that was pre
sented to the Board in June 1990 to identify all instances in
the professional standards where negative assurance based on
agreed-upon procedures is permitted. The task force plans to
have a preliminary discussion concerning these issues at the
September-October Board meeting.

Environmental Issues Roundtable

Auditing Insurance Entities' Loss Reserves (JUDITH

• Identify environmental issues for which the need for
authoritative accounting and auditing guidance should be
evaluated.

A Roundtable on environmental issues is being organized by
both the Auditing Standards Division and the Accounting
Standards Division to:
• Examine practice problems in applying generally accepted
accounting principles and generally accepted auditing stan
dards to environment-related financial statement assertions.

SHERINSKY). In May 1992, the Auditing Standards Division
issued SOP 92-4, Auditing Insurance Entities’ Loss Reserves,
which supplements the Audit and Accounting Guide, Audits
of Property and Liability Insurance Companies. The SOP
provides guidance to auditors on developing an effective
approach when auditing the claim loss reserves of insurance
companies. The SOP is effective for audits of financial state
ments for periods ending after December 15,1992.
Audits of Small Businesses (ALAN WINTERS). The Auditing

Procedure Study (APS) titled Audits of Small Businesses is
being revised to reflect SAS Nos. 53-62. (APSs provide practi
tioners with nonauthoritative practical assistance concerning
auditing procedures). The chapters on evaluating internal
controls and on performing analytical procedures will be
revised to discuss the implementation of SAS Nos. 55 and
56, Consideration of the Internal Control Structure in a
Financial Statement Audit and Analytical Procedures,
respectively, in small business audits. Other changes will be
made throughout the study to provide guidance that is consis
tent with recently-issued standards.

• Discuss development of nonauthoritative guidance in
applying existing accounting and auditing standards to
environmental matters (including continuing professional
education conferences or courses).
The Roundtable is tentatively scheduled for early 1993.
Financial Forecasts and Projections (WALT CONN). The

Forecasts and Projections Task Force addresses problems
encountered in implementing the guidance in the Statement
on Standards for Accountants’ Services on Prospective
Financial Information. SOP 92-2, Questions and Answers
on the Term “Reasonably Objective Basis” and Other Issues
Affecting Prospective Financial Statements, was issued in
February 1992. The SOP provides guidance to practitioners
on the meaning of the term “reasonably objective basis” as
used in the Guide for Prospective Financial Statements.
Interim Financial Information (JANE MANCINO). In May
1992, the Board issued SAS No. 71, Interim Financial Infor

mation. SAS No. 71 was issued to:

Audit Sampling (DOUG SAUTER). The Division is preparing

an APS that will update the Audit Guide, Audit Sampling. The
APS will update the guidance to reflect recent auditing stan
dards and to provide practical guidance on:

• Clarify the knowledge of the entity’s internal control struc
ture that the accountant needs to perform a review of
interim financial information.

1. Determining when an audit procedure involves the use
of audit sampling.

• Provide expanded guidance on accounting estimates and
analytical procedures.

2. Using rules of thumb for determining audit materiality
and tolerable misstatement.

• Require the accountant to communicate certain matters
about irregularities, illegal acts, and reportable conditions.

3. Using nonstatistical sampling for substantive testing.

• Incorporate the guidance in SAS No. 66, Communication
of Matters About Interim Financial Information Filed or
to Be Filed With Specified Regulatory Agencies.

The APS will also include a chapter on sampling when per
forming tests of compliance with laws and regulations.

• Revise the review report to include a statement of manage
ment’s responsibility for interim financial information.

Compliance Attestation (WALT CONN). The Board is devel
oping a general compliance attestation standard that will
apply to audits of all entities subject to compliance audit
requirements and will eliminate the need to revise profes
sional standards when new compliance audit requirements
are issued. The Board will continue discussion of a draft of
the proposed standard in the third quarter of 1992.
Computer Auditing (JANE MANCINO). The Computer Audit
ing Subcommittee is currently drafting two APSs. The first
addresses the possible effects of advanced EDP systems on the
auditor’s consideration of an entity’s internal control structure
over financial reporting. The second updates the guidance in
the Audit and Accounting Guide, Computer-Assisted Audit
Techniques. The first study is expected to be published in the
fourth quarter of 1992 and the second study in 1993.

SAS No. 71 supersedes SAS No. 36, Review ofInterim Finan
cial Information (AU 722), and SAS No. 66. It applies to:
• Engagements to review interim financial information or
statements of a public entity that is presented alone either in
the form of financial statements or in a summarized form.

• Interim financial information that accompanies, or is
included in a note to, audited financial statements of a
public entity.

• Interim financial information that is included in a note to
the audited financial statements of a nonpublic entity.
SAS No. 71 is effective for interim periods within fiscal
years beginning after September 15, 1992. Reports issued or
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reissued after September 15, 1992 should conform with the
reporting guidance in the SAS.
Letters to Underwriters (JANE MANCINO). In May 1991,
the Board issued an exposure draft of a proposed SAS titled
Letters to Underwriters in Conjunction With Filings Under
the Securities Act of 1933 and Letters Issued to a Requesting
Party in Conjunction With Other Financing Transactions.
The comment period ended July 10, 1991. At its August 1992
meeting, the Board discussed proposals to (1) broaden the
availability of comfort letters, and (2) require the accountant to
perform a SAS No. 71 review to provide negative assurance in a
comfort letter on interim financial information. The Board will
continue its discussion at the September-October meeting.
Not-for-Profit Organizations (A. LOUISE WILLIAMSON).

A subcommittee to the Not-for-Profit Organizations Committee
has developed a SOP titled Audits of Not-for-Profit Organiza
tions Receiving Federal Awards. The exposure draft was
published in August 1991 and the comment period ended in
November 1991. The proposed SOP provides implementation
guidance for audits conducted in accordance with Office of
Management and Budget (OMB) Circular A-133. (SOP 92-7,
Audits of State and Local Governmental Entities Receiving
Federal Financial Assistance, which provides guidance for
audits conducted in accordance with OMB Circular A-128, will
be issued by the AICPA in September.) The proposed SOP has
been revised to address concerns expressed in comment let
ters on the exposure draft. A final document is expected to be
published in October 1992.
Reporting on Internal Control (A. LOUISE WILLIAMSON).
In April 1992, the Board issued a proposed Statement on Stan
dards for Attestation Engagements (SSAE) titled Reporting on
an Entity’s Internal Control Structure Over Financial
Reporting. The comment period ended August 14, 1992. The
task force is also closely monitoring the Committee of Spon
soring Organizations (COSO) of the Treadway Commission’s
project on developing integrated guidance on internal con
trols and the SEC project requiring management reporting
about the adequacy of internal controls. (A final COSO report
is expected to be issued in September 1992.) The Board plans
to discuss comment letters on the exposure draft at its
September-October meeting.
SAS No. 11 Guidance Task Force (JEANNE MEBUS). The
SAS No. 11 Guidance Task Force was formed to consider
whether the guidance in SAS No. 11, Using the Work of a
Specialist, continues to be appropriate. The task force devel
oped a proposed revision to SAS No. 11 which incorporates
the concepts in two existing interpretations and refines the

guidance on using a specialist who is related to the client.

The task force will present a revised draft to the Board at the
September-October meeting.
SAS No. 54 Guidance Task Force (WALT CONN). The task
force monitors various issues relating to the auditor’s respon

sibility for illegal acts. The task force will assist industry
committees in developing guidance about the application of
SAS No. 54, Illegal Acts by Clients, to entities in various indus
tries and will monitor guidance being developed
internationally about illegal acts. In the third quarter of 1992,
the task force will present an issues paper to the Board to
generate discussion of auditors’ responsibilities regarding
noncompliance with laws and regulations that have an indi
rect effect on financial statements.
SAS No. 59 Guidance Task Force (JUDITH SHERINSKY).
The SAS No. 59 Guidance Task Force has been formed to
address practice issues and matters raised by regulatory agen
cies concerning SAS No. 59, The Auditor’s Consideration of
an Entity’s Ability to Continue as a Going Concern. In
August 1992, the task force met with representatives of the
Securities and Exchange Commission for a briefing on prob
lems related to SAS No. 59 that have been noted in SEC
filings. The task force will consider whether additional guid
ance in the form of amendment or interpretation of SAS No.

59 is required.
Service-Center-Produced Records (JUDITH SHERINSKY).

A task force is being formed to draft an APS that will provide
auditors with guidance on implementing SAS No. 70, Reports
on the Processing of Transactions by Service Organizations.
SAS No. 70, which superseded SAS No. 44, was issued in
April 1992 and provides guidance on the factors an auditor
should consider when auditing the financial statements of an
entity that uses a service organization in connection with the
processing of certain transactions. Examples of such service
organizations include bank trust departments that invest and
hold assets for employee benefit plans or EDP service centers
that process transactions and related data for others. The SAS
also provides guidance to auditors who issue reports for the
use of other auditors on procedures performed at service
organizations. SAS No. 70 is effective for service auditors’
reports dated after March 31, 1993.
Student Financial Assistance Program Audits (WALT

CONN). The Board has formed a task force to develop guid
ance on an auditor’s consideration of service centers’ internal
control structure and compliance with laws and regulations
in accordance with U.S. Department of Education require
ments in audits of federally-funded student financial
assistance programs. In April 1992, the task force issued an
exposure draft of a proposed SOP titled Compliance and
Internal Control Auditing for Student Financial Assistance
Programs Using Service Organizations. Due to new audit
requirements that will result from Congress’ “Higher Educa
tion Amendments of 1992” the proposed SOP will not be
finalized at this time.
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